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INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of the governmental activities, the general
Jfund (a major fund), and the proprietary fund information of Mountainland Association of
Governments, as of and for the year ended June 30, 2006, which collectively comprise the
Association’s basic financial statements as listed in the table of contents. These financial statements
are the responsibility of the Association’s management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and the significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the general fund (a major fund), and the -
proprietary fund information of Mountainland Association of Governments as of June 30, 2006, and
the respective changes in financial position and cash flows, where applicable, and the respective
budgetary comparison for the general fund for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated August 11,
2006 on our consideration of the Association’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Audmng Standards and should be '

- considered in assessing the results of our audit. -

Management’s discussion and analysis, which follows this report, is not a required part of the basic .
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required

supplementary information. However, we did not audit the information and express no opinion on it. "




Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Association’s basic financial statements. The other information is
presented for purposes of additional analysis and is not a required part of the basic financial
statements. The other information has not been subjected to the auditing procedures applied in the

“audit of the basic financial statements and, accordingly, we express no opinion on it.

g Logay e

August 11, 2006




Management’s Discussion and Analysis -

This sect_i_oﬁ of Mduntz_ii‘nl_and Association of Governments’ (the Association) annual financial report presents
- management’s discussion and analysis of the Association’s financial performance during the year ending June 30,
2006. Please read it in conjunction with the Association’s financial statements, which follow this section.

Financial Highlights

e 'The Associatidn’s assets exceeded liabilities by $1,412,945 at the close of the most recent fiscal year.

° "-Durmg the year, expenses were $93,543 less than the $6,902,475 generated in revenues for govemmental

activities.
¢ Funding from operating grants and contributions totaled $6,610,589 for the current year, an increase of
- $338,893 from the prior year. Funding is primarily to provide regional planning and adult and aging services

for participants and member cities and counties within the Mountainland Region of Utah.

Overview of the Financial Statements

 This discussion and analysis is intended to serve as an introduction to the Association’s basic financial statements.
- The Association’s basic financial statements comprise three components: 1) government-wide financial

statements, 2) fund financial statements, and 3) notes to the basic financial statements. This report also contains
other information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to provide
readers with a broad overview of the Association’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the assets and liabilities of the Association, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may serve as a
useful indicator of whether the financial position of the Association is improving or deteriorating. -

The statement of activities presents information showing how the net assets of the-Association changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal perlods (e.g., earned but unused
vacation leave).

The government-wide financial statements of the Association are reported as governmental activities. (The
Association has no business-type activities.) Governmental activities include administration, regional planning,

and aging and adult services. State and federal grants finance most of these activities.

Fund financial statements. A fund is a group of related accounts that is used to-maintain control over resources

. that have been segregated for specific activities or objectives. The Association, like other state and local

governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal

‘reqmrements All of the funds of the Association can be dmded into two categones governmental funds and
proprietary funds. S

e Governmental fund. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financial statements, governmental fund financial statements focus on near-term inflows and outflows of - -
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating the Association’s near-term financing requirements.




- Because the focus of govemmental funds is narrower than that of the government w1de financial statements, it

is useful to compare the information presented for governmental funds with similar information presented for

. governmental activities in the government-wide financial statements. By doing so, readers may better -
“understand the long-term impact of the Association’s near-term financing decisions. Both the governmental

fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconcﬂlatlon to facilitate this comparison between governmental funds and governmental
act1v1t1es ‘

The Association maintains one governmental fund. Information is presented separately in the governmental

o fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
. balances for the general fund, which is considered to be a major fund.

The Association adopts an annual appropriated budget for its general fund. A budgetary comparison
statement has been provided for the general fund to demonstrate compliance with this budget.

Proprietary fund. The Association maintains one proprietary fund type. Internal service funds are an
accounting device used to accumulate and allocate costs internally among the Association’s various functions.
The Association used one internal service fund (which accounts for certain employee benefits); it is mcluded '

E _ w1th1n governmental activities in the government-wide financial statements.

. Notes to the basic financial statements. The notes provide additional information that is essential for a full .
‘ understandmg of the data prov1ded in the government-wide and fund financial statements.

Other lnformatmn In addition to the basic financial statements and accompanying notes, this report also
presents other information that can be found after the notes to the basic financial statements. The other
1nformat10n compares financial information for several years. :

Government-wide Financial Analysis

Net assets. As noted earlier, net assets may serve over time as a useful indicator of a government’s financial .
- position. In the case of the Assomatlon assets exceeded liabilities by $1,412,945 at the close of the most recent

fiscal year
'~ MOUNTAINLAND ASSOCIATION OF GOVERNMENT'S Net Assets
June 30, 2006 and 2005
Governmental : Total
Activities Change -
2006 2005 2006-2005
Current and other assets $ 958,880 $ 901,188 $ 57,692
Capital assets, net of accumulated depreciation ‘ 1,176,838 1,156,494 20,344
‘ . Total aséefs ' © 2,135,718 2,057,682 78,036
~*Current and other liabilities : 398,398 431,314 (32,916)
o Long-term liabilities outstanding , ‘ 324,375 306,966 17,409 ‘
| lT(?)tal liabilities - : oo 722,773 738,280 - (15,507)
Net assets: ' . -
Invested in capital assets - o 1,176,838 1,156,494 20,344
Unrestricted . 236,107 162,908 73,199
Total net assets ‘ $ 1,412,945 $1,319,402 $ 93,543
4




® - Net assets of the Assocratron s governmental activities increased 7. 1% to $1,412, 945 However $1,176.838
. of those net assets is invested in capital assets (building, computer and other equipment, and transportatlon
'equlpment) The Association uses these capital assets to provide program services for partictpants and
'member cmes and countles consequently, these assets are 7ot available for spending. '

. '..Unrestrzcted net assets increased to a balance of $236,107 at June 30, 2006. This balance may be used to
. meet Assocratlon obhgatlons to employees and creditors and to honor next year’s budget ‘

Changes in net assets. The Association’s total net assets increased by $93 543 during the current year. This
. increase was prlmanly from additional local revenues.

Vo‘ The Assocratlon s total revenues increased by 7.1% to $6,902,475. Federal and state grants make up 95.8%
of the Association’s revenues; local revenue generates 4.2% of the Association’s revenues; the remainder of
revenues is from matching contributions of in-kind services and facilities for programs administered by the
Association.

¢ The total cost of all programs and services increased by 4.0% to $6,808,932. This increase was mostly
.attrlbutable to a growing population and additional programs during the year, which coincides with the
increased revenues noted above. :

MOUNTAINLAND ASSOCIATION OF GOVERNMENT'S Change in Net Assets
Years Ended June 30, 2006 and 2005

Governmental ~ Total
Activities Change
2006 2005 2006-2005
- Revenues:

Program revenues:
Charges for services $ 156,732 $ 150,772 $ 5,960
Operating grants and contributions 6,610,589 6,221,696 388,893
General revenues: ' -
Local and miscellaneous 135,154 72,312 62,842
Total revenues ' 6,902,475 6,444,780 457,695

Expenses: ‘ ‘ :

. Administrative 26,999 25,059 1,940
Regional planning 2,548,793 2,459,458 89,335
Aging and adult services 4,233,140 4,062,044 171,096

Total expenses 6,808,932 6,546,561 262,371

Change in net assets 93,543 (101,781) 195,324

Net assets, beginning _ 1,319,402 1,421,183 (101,781)

Net assets; ending ‘ $1,412945°  $1,319,402 $ 93,543

Fin_ancial Analysis of the Association’s Funds

As noted earlier, the Association uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

" Governmental fund. The focus of the Association’s governmental fund is to provide information on near-term =
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the Association’s .
financing requirements. As the Association completed the year, its governmental fund (the general fund) reported :
a fund balance of $236,107, which was $73,199 more than the previous year. :
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Govemmental funds repon the dlfferences between thelr assets and llabxhtles as fund balance, which is divided
into reserved and unreserved portions. Reservations indicate the portion of the Association’s fund balance that is
not available for appropriation. . The unreserved fund balance is, in turn, subdivided between designated and -
undesignated portions. Designations reflect the Association’s self- -imposed limitation on the use of otherwme
available expendable financial resources in its governmental fund. :

General Fund Budgetary Highlights
Durmg the year, the Council revised the Association’s budget. Budget amendménts were to reflect changes in |
programs and related funding. The difference between the original budget and the final amended budget was a

decrease of $56,735 or 0.8% in total general fund revenues and expenditures. The most significant differences
may be summarized as follows:

¢ Transportation projects are budgeted at the beginning of the year. Some projects started later in the year and,
therefore, part of these projects will be accounted for in the following year.

Actual expenditures were $241,674 less than final budgeted amounts. Actual revenues were $168,475 less than

" budgeted. Variances primarily result from expenditure-driven federal and state grants that are included in the

budgets at their full amounts. Such grants are recognized as revenue when the qualifying expenditures have been
incurred and all other grant requirements have been met; unspent grant amounts are carried forward and included
inthe succeeding year’s budget. Therefore, actual grant revenues and expenditures are normally less than the
amounts budgeted.

Capital Assets

The Association acquired $75,396 of capital assets during the year ended June 30, 2006. A summary of capital
assets at June 30, 2006 and 2005 is outlined below:

MOUNTAINLAND ASSOCIATION OF GOVERNMENT'S Capital Assets
(Net of accumulated depreciation)
June 30, 2006 and 2005

Governmental Total
Activities Change
2006 2005 2006-2005
Building $1,059,835 $1,092,737 $ (32,902)
Computer and other equipment 11,260 - 11,260
Transportation equipment 105,743 63,757 41,986
Total capital assets $1,176,838 $1,156,494 $ 20,344

Additional information on the Association’s capital assets can be found in Note 3 to the basic financial
statements.

Requests for Information

- This financial report is designed to provide our citizens, taxpayers, participants, member cities and counties, and

creditors a general overview of the Association’s finances and to demonstrate the Association’s accountability for

- the funding it receives. If you have any questions about this report or need additional financial information,

please contact Mountainland Association of Governments, Executive Director, 586 East 800 Nonh Stratford
Park, Orem, Utah 84097.




MOUNTAINLAND ASSOCIATION OF GOVERNMENTS

Statement of Net Assets
June 30, 2006
Governmental
Activities
Assets:
_Cash and investments $ 350,375
Intergovernmental receivables: '
Federal 205,802
State 141,782
Local 253,567
- Prepaids and deposits 7,354
Capital assets, net of accumulated depreciation:
Building 1,059,835
Equipment 117,003
Total assets 2,135,718
Liabilities: ‘
“Accounts, wages, and contracts payable 300,716
Deferred revenue:
Federal 10,432
State 255
Local 86,995
Long-term liabilities:
Portion due or payable within one year 227,062
Portion due or payable after one year 97,313
Total liabilities 722,773
Net Assets:
Invested in capital assets 1,176,838
Unrestricted 236,107
Total net assets $ 1,412,945

The notes to the financial statements are an integral part of this statement.
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MOUNTAINLAND ‘ASSOCIATION OF GOVERNMENTS
‘Statement of Activities

Year Ended June 30, 2006
Net (Expense)
Revenue and
. , Changes in
Program Revenues Net Assets
Operating Total
Charges for Grants and Governmental
Activities and Functions Expenses Services Contributions ~ Activities
Governmental activities:
Admuinistrative $ 26,999 $ 1,567 $ - $ (25,432)
Regional planning 2,548,793 57,991 2,424,306 (66,496)
Aging and adult services 4,233,140 97,174 4,186,283 50,317
Total ' $ 6,808,932 $ 156,732 $ 6,610,589 (41,611)
General revenues:
Local and miscellaneous 135,154
Change in net assets 93,543
Net assets, beginning of year 1,319,402
Net assets, end of year $ 1,412,945

The notes to the financial statements are an integral part of this statement.
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MOUNTAINLAND A

SSOCIATION OF GOVERNMENTS
Balance Sheet

Governmental Fund

June 30, 2006

Assets:

‘Cash and investments
Intergovermmental receivables:
" Federal

State

Local
Prepaids and deposits

Total assets

Liabilities and fund balance:

Liabilities:
Accounts, wages, and contracts payable
Deferred revenue:
Federal
State
Local

Total liabilities

Fund balance:
Reserved for:
Mountainland Travel Region
Unreserved, undesignated

Total fund balance
Total liabilities and fund balance

The notes to the financial statements are an integral part of this statement.
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MOUNTAINLAND ASSOCIATION OF GOVERNMENTS
Reconciliation of the Balance Sheet of the Governmental Fund
to the Statement of Net Assets
June 30, 2006

Total fund balances for the governmental fund , 3

Total net assets reported for governmental activities in the statement of net assets are different because:

Capital assets used in the governmental fund are not financial resources and therefore are not
reported in the fund. Those assets consist of:

Building, net of $229,422 accumulated depreciation $ 1,059,835
Equipment, net of $203,869 accumulated depreciation 117,003

An intemal service fund is used by management to charge the costs of compensated absences
to the general fund . The assets and liabilities of the internal service fund are included in
_governmental activities in the statement of net assets. Internal service fund net assets at year-
end are zero.

Total net assets of governmental activities $

The notes to the financial statements are an integrai part of this statement.
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MOUNTAINLAND-ASSOCIATION OF GOVERNMENTS
Statement of Revenues, Expenditu'res,‘and Changes in Fund Balance
Governmental Fund
Year Ended June 30, 2006

General Fund
Revenues:

Federal $ 2,841,089
State 1,592,996
Local 1,294215
Contributed services and facilities 1,017,443
Total revenues 6,745,743

Eipenditures: :
‘Administrative 33,073
‘Regional planning 2,453,188
Aging and adult services 4,186,283
Total expenditures 6,672,544
" Net change in fund balance 73,199
Fund balance, beginning of year 162,908
Fund balance, end of year $ 236,107

The notes to the financial statements are an integral part of this statement.
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MOUNTAINLAND ASSOCIATION OF GOVERNMENTS

Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balance of the Governmental Fund to the Statement of Activities

Year Ended June 30, 2006

Net change in fund balance of total governmental fund
Amounts reported for governmental activities in the statement of activities are different because:

The governmental fund reports capital outlays as expenditures. However, in the statement of
activities, assets with an iitial, individual cost of more than $5,000 for equipment and
$100,000 for building are capitalized and the cost is allocated over their estimated useful lives
and reported as depreciation expense. This is the amount by which capital outlays exceeded
depreciation in the current period.

Capital outlays 5 75,396
Depreciation expense (55,052)

An internal service fund is used by management to charge the costs of compensated absence
benefit services to the general fund . The net revenue of the internal service fund is reported
with governmental activities.

Change in net assets of governmental activities

The notes to the financial statements are an integral part of this statement.
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: _ - MOUNTAINLAND‘ ASSOCIATION OF GOVERNMENTS _
Statement of Revenues, Expenditures'and Changes in Fund Balance - Budget and Actual

General Fund '
Year Ended June 30, 2006
Variance with
. : Final Budget -
Budgeted Amounts Actual - , Positive
e Original Final Amounts -~ (Negative) -
Revenues: -
Federal $ 3,522,660 $ 2,905,277 $ 2,841,089 $ (64,188)
State 1,220,942 1,697,680 1,592,996 (104,684)
Local 1,073,941 1,006,358 1,294,215 287,857
Contributed services 922,418 1,304,903 1,017,443 (287,460)
Total revenues 6,739,961 6,914,218 6,745,743 (168,475)
Expghditui‘es: ' B
Admin_istrative . 104,476 104,476 33,073 " 71,403
'Regional planning 2,844,789 2,567,046 2,453,188 113,858
Aging and adult services 3,790,696 4,242 696 4,186,283 56,413
Total expenditures 6,739,961 6,914,218 6,672,544 - 241674
Net change in fund balance - - 73,199 73,199
Fund balance, beginning of year - 162,908 162,908 ' -
Fund balance, end of year $ - $ 162,908 $ 236,107 $ 73,199

The notes to the financial statements are an integral part of this statement.
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MOUNTAINLAND ASSOCIATION OF GOVERNMENTS
‘ Statement of Fund Net Assets

Proprietary Fund
June 30, 2006
Governmental
Activities -
Internal
Service Fund
Assets: ‘
Cash and investments $ 324 375
- Liabilities: ‘
Compensated absences payable 324,375
"Net assetﬁ: o
Restricted for employee benefits $ -

The notes to the financial statements are an integral part of this statement.
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MOUNTAINLAND ASSOCIATION OF GOVERNMENTS

Statement of Reévenues, Expenses, and Changes in Fund Net Assets

Proprietary Fund
Year Ended June 30, 2006

Revenues:
Earnings on investments
Charges for services

Total revenues

‘Expenses

Compensated absences beneﬁts

' Net Income

‘ Net Assets, Beginning of Year

Net Assets, End of Year

The notes to the financial statements are an integral part of these statements.

Governmental
Activities -
Internal

Service Fund

$ -
156,732
156,732
156,732
$ -




MOUNTAINLAND ASSOCIATION OF GOVERNMENTS
Statement of Fund Cash Flows

Proprietary Fund
Year Ended June 30, 2006
Governmental
Activities -
Internal
Service Fund
Cash flows from operating activities:

"Charges for services received from general fund $ 156,732
Cash paid for compensated absences (139,323)
Net cash provided by operating activities 17,409
Cash and Cash Equivalents, Beginning of Year - . 306,966
* Cash and Cash Equivalents, End of Year : _‘ $ 324,375
j Displayed on statements of fund net assets as: :
Cash and investments $ 324,375

Supplemental Informatlon

: Cash and cash equivalents includes amounts in demand deposits and amounts in the Utah Public

‘Treasurers' Investment Fund as well as short-term investments with a maturity date within three
.months of the date acquired by the Association.

* The Association had no noncash investing, noncapital financing, or capital and related -
-financing activities.

. Areconciliation of cash flows provided by operating activities to net income follows:

o Ne_t cash provided by operating activities ' $ 17,409

" Increase in compensated absences payable (17,409)
Net income $ -

The notes to the financial statements are an integral part of this statement.
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MOUNTAINLAND ASSOCI ATION OF GOVERNMENTS
Notes to Basnc Fmanclal Statements

SUMMARY OF SIGNIFICANT ACCOU NTING POLICIES

The financial statements of the Mountainland Association of Governments (Association) have been
prepared in conformity with accounting principles generally accepted in the United States of America

~ (GAAP) as applied to local government units. The Governmental Accounting Standards Board (GASB) is
B the accepted standard-setting body for establishing governmental accounting and financial reporting

principles. The more significant accounting policies of the Association are described below.

Reporting entity — The Executive Council, comprised of county commissioners of Summit, Utah and
Wasatch counties and mayors of cities within those counties, is the governing authority for the Association.
The Association is an independent reporting entity. No other entity meets the criteria for inclusion in the
Association’s financial report.

The Association was formed in 1971 as an interlocal agency and is a voluntary association of local

- governments in Summit, Utah, and Wasatch Counties in the State of Utah. Resources of the Association -

are primarily federal, state, and local grants and contracts to provide services and administer programs in
the following areas:

. Regional planning (transportation planning, air and water quality planning, economic development
. planning and coordination, community development assistance, and tourism promotion)

 Aging and adult services (volunteer programs, social support services,‘support for senior citizens
- centers, transportation, congregate and home-delivered meals, and advocacy for the elderly)

Government-wide and fund financial statements — The government-wide financial statements (the

- statement of net assets and the statement of changes in net assets) display information about the government

(the Association). These statements include the financial activities of the overall government. Adjustments
have been made to eliminate the double-counting of internal activities.

The statement of act1v1t1es presents a comparison between direct expenses and program revenues for each
function of the Association’s governmental activities. Direct expenses are those that are specifically
associated with a function and, therefore, are clearly identifiable to a particular function.” Depreciation
expense for capital assets that can specifically be identified with a function are included in its direct
expenses. Depreciation expense for “shared” capital assets (for example, a building is used primarily for
regional planning, aging and adult services, and administration) are ratably included in the direct expenses
of the appropriate functions. Indirect expense allocations that have been made in the funds have been
reversed for the statement of activities. Program revenues include 1) charges for services offered by a given
function, and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function. Revenues that are not classified as program revenues are presented as
general revenues. ‘

The fund financial statements provide 1nformat10n about the Association’s funds Separate statements for
each fund category (governmental and proprietary) are presented.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Operating expenses result from transactions directly
associated with the fund’s principal services.

17




. MOUNTAINLAND ASSOCIATION OF GOVERNMENTS
Notes to Basic, Financial Statements '
‘ Contmued

The Association reports the following major governmental fund:

e The general fund is the Association’s primary operating fund. It accounts for all financial resources
of the general government, except those required to be accounted for in another fund.

Additionally, the Association reports the following fund type:

o The employee benefits internal service fund (proprietary fund) accounts for the accumulation of

resources to pay for accrued vacation and sick leave for eligible employees of the Association.

- Measurement focus, basis of accounting, and financial statement presentation — The government-wide

financial statements are reported using the economic resources measurement focus. The government-wide

. and proprietary fund financial statements are reported using the accrual basis of accounting. Revenues are

recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of when the
related cash flows take place. Nonexchange transactions, in which the Association receives value without
directly giving equal value in exchange, include grants and contributions. Revenue from grants and
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method, revenues are recognized when 7
measurable and available. Revenues are considered to be available when they are collectible within the

~current period or soon enough thereafter to pay liabilities in the current period. For this purpose, the

Association considers revenues are available if they are collected within sixty days after year-end.
Expenditures generally are recorded when the related fund liability is incurred, except for claims and
judgments and compensated absences, which are recognized as expenditures to the extent they have
matured. General capital asset acquisitions are reported as expenditures in the governmental fund.

Under the terms of grant agreements, the Association funds certain programs by a combination of specific
cost-reimbursement grants, categorical block grants, and general revenues. Thus, when program expenses
are incurred, there are both restricted and unrestricted net assets available to finance the program. The
Association primarily applies cost-reimbursement grant resources first to such programs, followed by

cate_gorical block grants, and then by general revenues.

. Budgetary Data — The Association operates within the budget requirements for special districts as

specified by Utah state law. Budgets are presented on the modified accrual basis of accounting for the
governmental fund. All annual appropriations lapse at fiscal year-end with the exception of those indicated
as a fund balance reserve. The following procedures are used in establishing the budgetary data reflected in
the ﬁnanmal statements

. Each year the eXecutive director and staff submit to the Executive Council a proposed budget for each
fiscal year commencing July 1st. This budget includes proposed expenditures and the means of
financing them. The Association pnmanly works with budgets for each grant that it recelves

e  The Executive Council approves the budget and submits a copy to the state auditor.

. As determined by the state auditor and state statutes, no expenditures are to be made in excess of
amounts budgeted for each department (function).

Expénditure-driven grants are included in the budgets at their full amounts. Such grants are recognized as
revenue when the qualifying expenditures have been incurred and all other grant requirements have been

18




MOUNTAINLAND ASSOCIATION OF GOVERNMENTS
: ‘ Notes to Basic Financial Statements
Ci ontmued

met;:-unspeﬁt' grant amounts are carried forward and included in the succeeding fiscal year’s budget.
Therefore, actual grant revenues and expenditures are normally less than the amounts budgeted.

Cash and Investments — The cash balances of the funds are pooled and invésted by the Association for the

- purpose of increasing earnings through investment activities and providing efficient management of
" temporary investments. The pool’s investments are reported at fair value at year-end. Changes in the fair

value of investments are recorded as investment earnings. Earings on pooled funds are apportioned and

paid or credited to the funds based on the average balance of each participating fund.

Prepaids and deposits — Payments made for goods and services that will benefit periods beyond June 30,
2006 are recorded as prepaids.

Capital Assets — Capital assets, which include building, computef and other equipment, and transportation
equipment, are reported in the government-wide financial statements. The Association defines capital

-assets as assets with an initial, individual cost of more than $5,000 for equipment and $100,000 for building
* * and an estimated useful life in excess of two years. Purchased or constructed capital assets are reported at

cost or estimated historical cost. Donated capital assets are recorded at estimated fair value at the date of

" “donation. The cost of normal maintenance and repairs that do not add to the value of the asset or materially

extended assets’ lives are not capitalized. Buildings and equipment of the Association are depreciated using
the straight-line method over the following estimated useful lives:

Assets Years
Building 40
Transportation equipment 5
Computer and other equipment 3

Compensated Absences — Permanent employees earn vacation and sick leave in amounts varying with

tenure. Upon separation from employment, each employee shall receive payment for all unused accrued

vacation leave up to but not to exceed 240 hours. Upon separation from employment, each employee may
receive up to 25% of unused sick leave. Unpaid vacation and sick leave is accounted for in the

‘Assoc1ation s internal service fund

Fund Equlty In the fund financial statements, the governmental fund reports reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside parties for use for a

" restricted purpose. Designations of fund balance represent tentative plans for future use of financial

resources that are subject.to change.
DEPOSITS AND INVESTMENTS

The Association follows the requirements of the Utah Money Management Act (Section 51, Chapter 7 of
the Utah Code) in handling its depository and investing transactions. Association funds are deposited in
qualified depositories as defined by the Act. The Act also.authorizes the Association to invest in the Utah
Public Treasurers’ Investment Fund (PTIF), certificates of deposit, U.S. Treasury obligations, U.S. agency
issues, high-grade commercial paper, banker’s acceptances, repurchase agreements, corporate bonds,
money market mutual funds, and obligations of governmental entities within the State of Utah.

The PTIF is invested in accordance with the Act. The State Money Management Council provides
regulatory oversight for the PTIF. The degree of risk of the PTIF depends upon the underlying portfolio.

- The State Money Management Council requires semi annual reporting of all cash balances and investments. '
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The Act and Council rules govem the financial i’ep‘orti'ng requirements of qualified depositories in which
public funds may be deposited and prescribe the conditions under which the designation of a depository
shall remain in effect. The Association considers the actions of the Council to be necessary and sufficient

- for adequate protection of its uninsured bank deposits.

Deposits — The Association's carrying amount of bank deposits at June 30, 2006 is $191,464 and the bank

“balance 1s $366,326. Of the bank balance, $140,454 is covered by federal depository insurance. No
"deposits are collateralized, nor are they required to be by state statute. As of June 30, 2006, $225,872 is
exposed to custodial credit risk.

" Deposits and investments at June 30, 2006 appear in financial statements as summarized below:

Carrying amount of deposits $ 191,464

~ Carrying amount of investments ' 158,911
$ 350375

* Cash and investments - governmental fund (general fund) ‘ $ 26,000
Cash and investments - proprietary fund (employee benefits internal service fund) . 324,375

Total cash and investments | $ 350,375

. Investments — At year-end, the Association’s investment balances of $158,911 were held in the Public
+ ‘Treasurers’ Investment Fund (PTIF.)

Maturities ‘
Less Than Credit
Investment Type Fair Value 1 Year Rating .~
State of Utah Public Treasurers' :
' ' Investment Fund - $ 158,911 $ 15891} = Unrated

- Credit Risk ~ Credit quality can be a depiction of potential variable cash flows and credit risk. The
Association does not have a formal investment policy that limits its investment choices in regard to
credit quality ratings.

Custodial Credit Risk — For an investment, custodial credit risk is the risk that, in the event of the
_failure of the counterparty, the Association will not be able to recover the value of its investments or
* - collateral securities that are in the possession of an outside party. The Association does not have a
- formal investment policy for custodial credit risk in regard to the custody of the Association’s
investments. ‘ ‘ :

Concentration of Credit Risk — The Association places no limit on the amount it may invest in any. |
one issuer. All of the Association’s investments are invested with the Utah State Treasurer in the
PTIF.
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3. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2006 is as follows:

Beginning _ Ending
‘ L Balance Increases Decreases Balance
" Governmental activities: '
Capital assets, being depreciated:
_ Building $ 1,289,257 $ - $ - % 1,289,257
Computer equipment 45,204 11,260 (16,339) 40,125
~ Other equipment 13,040 - - 13,040
Transportation equipment 240,536 64,136 (36,965) 267,707
Total capital assets, being depreciated 1,588,037 75,396 (53,304) 1,610,129
Accumulated depreciation for:
 Building . (196,520) (32,902) .- (229,422)
Computer equipment - - (45,204) - - 16,339 (28,865)
Other equipment (13,040) - - (13,040)
‘ Transportatioti equipment (176,779) (22,150) 36,965 (161,964)
Total accu.mulated depreciation (431,543) ~ (55,052) 53,304 (433,291)
_ Net capltal assets, being depreciated /
- . Net governmental activity capital assets § 1,156,494 $ 20,344 $ - $ 1,176,838

: For the year ended June 30, 2006, depreciation expense was charged to functions of the Assocmtlon as

follows

" Governmental activities:

Administrative $ 3,619
Regional planning 37,614
Aging and adult services 13,819

Total depreciation expense, governmental activities

4. RETIREMENT PLANS

S 5505

Defined Benefit Plan — The Association contributes to the Local Governmental Contributory Retirement
System and Local Governmental Noncontributory Retirement System, cost-sharing multiple-employer

defined benefit pension plans administered by the Utah Retirement Systems (Systems). The Systems
provides refunds, retirement benefits, annual cost of living adjustments and death benefits to plan members
and beneficiaries in accordance with ret1rement statutes.

The' Systems are established and governed by the respective sections of Chapter 49 of the Utah Code
annotated 1953, as amended. The Utah State Retirement Office Act in Chapter 49 provides for the
administration of the Systems and Plans under the direction of the Utah State Retirement Board whose
members are appointed by the Governor. The Systems issue a publicly available financial report that
includes financial statements and required supplementary information for the Local Governmental
Contributory Retirement System and Local Governmental Noncontributory Retirement System. A copy of
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-the report may be obtained by writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake City,
UT 84102 or by calling 1-800-365-8772.

‘Plarjx members in the Local Governmental Contributory Retirement System are required to contribute 6.00%
.- of their annual covered salary (all paid by the employer for the employee) and the Association is required to
" contribute 7.08% of their annual covered salary. In the Local Governmental Noncontributory Retirement

System the Association is required to contribute 11.09% of their annual covered salary. The contribution
rates are the actuarially determined rates. The contribution requirements of the Systems are authorized by
statute and specified by the Utah State Retirement Board.

© The Association’s contributions to the Local Government Contributory Retirement System for the years

ended June 30, 2006, 2005, and 2004, were $37,397, $38,285, and $31,876, respectively. Contributions to
the Local Government Noncontributory Retirement System for the years ended June 30, 2006, 2005, and
2004, were $156,257, $165,780, and $143,686, respectively. The contributions were equal to the required
contributions for each year.

‘The Association participates in a deferred compensation plan - under Internal Revenue Code Section 401(k) |
- to'supplement retirement benefits accrued by participants in the Systems. Employees, who are

participants in the Systems, can make additional contributions to the 401(k) plan. These employee
contributions were $9,374, $14,694, and $11,187, for the years ended June 30, 2006, 2005, and 2004,
respectively. The 401(k) plan funds are fully vested to the participants at the time of deposit. Plan assets

~ are held by the Utah Retirement Systems. The Association contributed $10,180, $10,655, and $8,343, to

the 40‘1(k). plan during the years ended June 30, 2006, 2005, and 2004, respectively.

Defined Contribution Plans — The Association has adopted a 401(k) money purchase pension plan with
100% annual vesting and is available to all employees. The Association is obligated to make annual
contributions to the plan at a rate from 7.5% to 15.43% of wages paid to eligible employees. Participants
can also make nondeductible voluntary contributions to the plan. For the year ended June 30, 2006, the
Association contributed $364,356 to the plan and had a liability to the plan of $29,381 at June 30 2006. A
financial institution holds plan assets.

The Assoc1at10n also offers its employees a deferred compensation plan created in accordance with Internal
Revenue Service Code Section 457. The plan, available to all full-time employees, permits them to defer a
portion of their salary until future years. Employees are eligible to voluntarily participate from the date of
employment and are vested immediately upon participating. Employee contributions to the Section 457
plan totaled $4,670 for the year ended June 30, 2006. The assets of the plan are administered and held by
Utah Retirement Systems.

RISK MANAGEMENT

The Association also maintains insurance coverage for general, automobile, personal injury, errors and
omissions, employee dishonesty, and malpractice liability up to $2 million per occurrence through policies
administered by the Utah Local Governments Trust (Fund). The Association also insures its building and
contents against all insurable risks of direct physical loss or damage with the Fund. Property physical
damage is insured to replacement value with a $1,000 deductible; automobile physical damage is insured to
actual value with a $500 deductible; other liability is limited to the lesser of $2 million or the statutory limit.
The Fund is a public entity risk pool operated by the State for the benefit of the State and local governments
within the State. The Association pays annual premiums to Fund; the Fund obtains independent coverage -
for insured events, up to $25 million per location. This is a pooled arrangement where the participants’ pay
experienced rated annual premiums, which are designed to pay claims and build sufficient reserves so that -
the pool will be able to protect the participating entities with its own capital. The pool reinsures excess .
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losses to preserve the capital base. Insurance cbvéragé from coverage by major category of risk has -
remained relatively constant as compared to the prior fiscal year. Insurance settlements have not exceeded

1insurance coverage for the past three years.

.+ Unemployment compensation is maintained through Utah Department of Workforce Services; settled
- claims for the past three years have been insignificant. Utah Local Govemments Trust covers all

Assomatlon employees for workers’ compensation.
LONG-TERM OBLIGATIONS

Long-term liabilities include obligations for compensated absences (unpaid vacation and sick leave).
Changes in compensated absences liability for the year ended June 30, 2006 are $306,966 beginning
balance plus $156,732 in vacation and sick leave earned less $139,323 of vacation and sick leave used,
leaving an ending balance of $324,375, of which $227,062 is anticipated to be paid in the year ending June
30, 2007.

LINE OF CREDIT

On June 26, 2001, the Assoc1at10n entered into an agreement with a financial institution for a $100,000 line
of credit. The outstanding balance on the line of credit was zero at June 30, 2006. The Association has
used the building it owns as collateral on the line of credit. The Association did not use the line of credit
during the year ended June 30, 2006.

GRANTS

The Association receives significant financial assistance from federal and state governmental agencies in
the form of grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and is subject to audit by the
Association's independent auditors and other governmental auditors. Any disallowed claims resulting from
such audits could become a liability of the general fund. Based on prior experience, Association

- administration believes such disallowance, if any, would be immaterial.
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MOUNTAINLAND ASSOCIATION OF GOVERNMENTS
GENERAL FUND -

' COMPARATIVE BALANCE, SHEETS
June 30, 2006 through 2002

2006 2005 2004 2003 2002

Assets:

- Cash and investments $ 26,000 $ 42,375 $ 8,918 $ 60,512 $ 29,070

Intergovernmental receivables: o ‘ ‘ : ‘
Federal . 205,802 179,797 274420 . 266644 272,29
State L : 141,782 111,802 216,376 . 33,801, 255,478
Local . : ‘ 253,567 _ 220,715 221,225 287,762 101,394
Prepaids and deposits 7,354 39,533 78,267 67,888 19,418
Total assets ' $ 634,505 $ 594,222 $ 799,206 $ 716,607 $ 677,654

Liabilities and fund balances:
Liabilities:
Accounts, wages, and contracts payable $ 300,716 $ 302,267 $ 406475 $ 283,713 $ 412,210
Deferred revenues: ‘

Federal . 10,432 139 - 15,723 o

State 255 3,193 - 615 2,294 -

Local -« " | 86,995 125,715 196,376 172,543 135,356
" Total liabilities 398,398 431,314 603,466 474273 547,566

- Fund balances:
Reserved for:

: Mountamland Travel Regwn 15,778 35,016 40,793 47,577 50,265
Transportatlon - - - 46,541 -
Unreserved, undesignated 220,329 127,892 154,947 148,216 79,823

Total fund balances : 236,107 162,908 : 195,740 242,334 130,088

Total liabilities and fund balances _$ 634,505 $ 594222 § 799,206 $ 716,607 $ 677,654

Source: Information taken from the Association's audited financial statements. This summary itself has not been audited.
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MOUNTAINLAND ASSOCIATION OF GOVERNMENTS

GENERAL FUND.

COMPARATIVE STATEMENTS OF REVENUES EXPENDITURES AND CHANGES IN FUND BALANCES

Years Ended June 30 2006 through 2002

Revenues:.
Federal,
State
Local
Contributed match

Total revenues
Expenditures by function:
Administrative

Regional planning
Agmg and adult servxces

Total expendltures

- Change in Fund Balance, ,

Fund Balance, Beginning of Year

Fund Balince, End of Year

Expenditures by Object:
Personnel
Telephone, travel, and other
Administrative and accounting
Contracts and pass-through
Occupancy and supplies
Contributed match

Total expenditures

2006 2005 2004 2003 2002
2,875,399 ¥ 2,657,905 $. 2,455,495 $ 2,452,241 $ 2,431,300
1,578,476 1,614,037 1,452,631 1,199,205 1,120,838
1,274,425 1,041,727 1,300,002 1,290,431 1,294,022
1,017,443 980,339 973,523 1,124,418 1,286,612
6,745,743 6,294,008 6,181,651 6,066,295 6,132,772

33,073 11,946 43,544 112,284 165,622
2,453,188 2,388,537 2,351,978 2,068,012 2,034,193
4,186,283 3,926,357 3,832,723 3,773,753 3,919,709
6,672,544 6,326,840 6,228,245 5,954,049 6,119,524

73,199 (32,832) (46,594) 112,246 13,248

162,908 195,740 242,334 130,088 116,840
236,107 3 162,908 $ 195,740 $ 242334 $ 130,088
2,855,030 § 2,933,764 $ 2,742,318 $ 2,556,5 1‘0 $ 2,505,954
200,653 228,939 199,298 179,271 174,939
434,544 449,676 413,971 399,864 ., 380,610
2,020,555 1,658,047 1,809,508 1,602,843 1,671,629
144,319 76,075 89,627 91,143 ‘ 99,780
1,017,443 980,339 973,523 1,124,418 1,286,612
6,672,544 § 6,326,840 $ 6,228,245 $ 5,954,049 ~ $ 6,119,524

Source: Information taken from the Association's audited financial statements. This summary itself has not been audited. . - -
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'MOUNTAINLAND ASSOCIATION OF GOVERNMENTS

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note A.

" Note B.

Note C.

General

The schedule of expenditures of federal awards presents the activity of all federal award
programs of Mountainland Association of Governments (the Association). The
Association reporting entity is defined.in Note 1 to the Association’s financial statements.

. All federal financial awards received directly from federal agencies as well as federal

financial awards passed through from other government agencies are included on the

schedule.

Basis of Accounting

- The accompanying schedule of expenditures of federal awards is presented using the

modified accrual basis of accounting for assistance received by governmental fund types,
which is described in Note 1 to the Association’s financial statements.

Relationship to Association's Financial Statements

* Federal awards expended on the schedule of expenditures of federal awards for the year

.- ‘ended June 30, 2006 are reconciled to the Association’s financial statements as follows:

. Federal revenue on Combined Statement of

‘Revenues, Expenditures and Changes in .
Fund Balances - General Fund $ 2,841,089
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- Standards, issued by the Comptroller General of the United States.

- of expressing our opinions on the financial statements and not to provide assurance on the internal

- would not necessarily disclose all matters in the internal control that might be material weaknesses.
- A 'material weakness is a reportable condition in which the design or operation of one or more of the

. Compliance and'Other Matters

_ Thls report is intended solely for the information and use of the Executive Council, managernent and

3 other than these specified parties.

Certifzed Pubhc Accountants and Business Consultants
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Executive Council
Mountainland Association of Governments

We have audited the financial statements of Mountainland Association of Governments as of and for
the year ended June 30, 2006, and have issued our report thereon dated August 11,2006. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing

In'ter‘nal Control Over Financial Repbrting
In'planning and performing our audit, we considered Mountainland Association of Governments’
internal control over financial reporting in order to determine our auditing procedures for the purpose

control over financial reporting. Our consideration of the internal control over financial reporting

internal control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no matters involving the internal control
over financial reporting and its operation that we consider to be material weaknesses.

As part of obtaining reasonable assurance about whether Mountainland Association of Governments’
financial statements are free of material misstatement, we performed tests of its compliance with

certain provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.

However, providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances

of nencompliance or other matters that are required to be reported under Government Auditing
Standards

federal awarding and pass-through entities and is not intended to be and shou]d not be used by anyone

gt Lrpy e

August 11, 2006
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Independent Auditor’s Report on Compliance With Requirements
‘Applicable to Each Major Program and Internal Control Over
Compliance in Accordance with OMB Circular A-133

Executive Council
Mountainland Association of Governments

Compliance ‘ _
We have audited the compliance of the Mountainland Association of Governments with the types of

compliance described in the U.S. Office of Management and Budget (OMB) Circular A-133 -
Compliance Supplement that are applicable to each of the major federal programs for the year ended
June 30, 2006. Mountainland Association of Governments’ major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to each

- of its major federal programs is the responsibility of Mountainland Association of Governments’

management. Our responsibility is to express an opinion on Mountainland Association of
Govemments’ compliance based on our audit.

'We conducted our audit of compllance in accordance with auditing standards generally accepted 1n
“the United States of America; the standards applicable to financial audits contained in Government

Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-

133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB

Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have

a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about Mountainland Association of Governments’ compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a
legal determination on Mountainland Association of Governments’ compliance with those
requirements.

In our opinion, Mountainland Association of Governments complied, in all material reSpects; with the
requirements referred to above that are applicable to each of its major federal programs for the year

‘ endeld June 30, 2006.

Internal Control Over Compliance

‘The management of Mountainland Association of Governments is respon51b1e for establishing and

maintaining effective internal control over compliance with requirements of laws, regulations, -
contracts, and grants applicable to federal programs. In planning and performing our audit, we
considered Mountainland Association of Governments’ internal control over compliance with
requirements that could have a direct and matenal effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and to
test and report on internal control over compliance in accordance with OMB Circular A-133.-



Our consideration of the internal control over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that noncompliance with applicable requirements of laws,

_regulations, contracts and grants caused by error of fraud that would be material in relation to a major

federal program being audited may occur and not be detected within a timely period by employees in
the normal course of performing their assigned functions. We noted no matters involving the internal
controls over compliance and its operation that we consider to be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the general fund (a major
fund), and the proprietary fund information of Mountainland Association of Governments, as of and
for the year ended June 30, 2006, and have issued our report thereon dated August 11, 2006. Our
audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise Mountainland Association of Government’s basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required

- by OMB Circular A-133 and is not a required part of the basic financial statements. Such information

has been subjected to the auditing procedures applied in the audit of the basic financial statements

- and, in our opinion, is fairly stated, in all material respects, in relation to the basnc financial statements

taken as a whole.

This report is intended solely for the information and use of the Executive Council, management, and
federal awarding agencies and pass-through entities and is not intended to be and should not be used
by anyone other than these specified parties. '

= Crpa e

August 11, 2006




MOUNTAINLAND ASSOCIATION OF GOVERNMENTS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended June 30, 2006. "

No matters were reported in the prior year audit.




MOUNTAINLAND ASS‘OCIATION OF GOVERNMENTS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2006 C

I.  Summary of auditor’s results:

Financial Statements:
Type of auditor’s report issued: unqualified

Internal contro] over financial reporting:

-Material weakness(es) identified? yes X _no

-Reportable condition(s) identified that are not considered to be material weakness(es)?

yes X__ none reported
Noncompliance material to financial statements noted? ye§ X _no
Federal Awards: . |
Internal control over major programs:
-Material weakness(es) ideﬁtiﬁed? yes X _no

-Reportable condition(s) identified that are not considered to be material weékness(es)?
) yes X__ none reported

Type of auditor’s report issued on compliance for major programs: unqualified

Any findings disclosed that are required to be reported in accordance with section 510(a) of
Circular A-133? - yes X no

Identification of major brograms:

CFDA' Number(s) Name of Federal Program or, Cluster
o Aging Cluster:
93.044 Special Programs for the Aging-Title 111, Part .B- Grants
for Supportive Services and Senior Centers
93.045 Special Programs for the Aging-Title III, Part C-

Nutrition Services
14.228 Community Development Block Grant/State’s Program
Dollar threshold used to distinguish between type A and type B programs: $ 300.000
Auditee qualified as low-risk auditee? _ X __yes _‘ _ nol

II.' Financial statement findings-

No matters were reported.

III.l Federal award findings and questioned costs:

No matters were reported.




Sqmm & Compa PC

Certified Publzc Accountants and Business Consultants

1329 SouTtH 800 EAST s OREM, UTAH 84097*7_700 ¢ (801)225-6900 o Fax (8(')1)226;7759

Independent Auditor’'s Report on
- Legal Compliance in Accordance with the
- State of Utah Legal Compliance Audit Guide

. Executive Council

Mountainland Association of Governments

'~ We have audited the financial statements of the governmental activities, the general fund (a major

fund), and the proprietary fund information of Mountainland Association of Governments for the year
ended June 30, 2006, which collectively comprise Mountainland Association of Government’s basic
financial statements, and have issued our report thereon dated August 11, 2006. As part of our audit,
we have audited the Association’s compliance with the requirements governing types of services
allowed or unallowed; eligibility; matching, level of effort, or earmarking; and reporting. The
Association received the following major state assistance program from the State of Utah:

Adult Services - HCB Alternatives Program (Department of Human Services)

~ The Association also recelved the following nonmajor grants, which are not required to be audited for
. specrﬁc compliance requirements: (However, these programs were subject to test work as part of the
* audit of the Association’s ﬁnanc1a1 statements.) :

' Mountainland Travel Region (Department of Commumty and Economic Development)
~ Alcohol and Drug (Utah County Department of Substance Abuse)
Aging and Adult Services - Caregiver Respite Services (Department of Human Services)

The Association received state matching funds for the following federal programs which are not
required to be audited for specific state compliance requirements: (However, these programs were
subject to test work as part of the audit of the Association’s financial statements which audit was
made in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States; and the provisions of OMB Circular A-133, Audzts of
States, Local Governments, and Non-Profit Organizations.)

Aging - Support Services, Nutrition, Transportation, Ombudsman, Action, and Home Delivery
(Department of Human Services)
Me’dicaid Waiver (Department of Human Services)

: Our audlt also mcluded test work on the Association’s compliance with those general compliance
‘ requn'ements identified in the State of Utah Legal Compliance Audit Guide including:

Cash Management . Purchasing Requirements
Budgetary Compliance Other General Compliance Requirements .

The management of the Association is responsible for the Association’s compliance with all
compliance requirements identified above. Our responsibility is to express an opinion on compliance
with those requirements based on our audit.




We chducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, 1ssued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether material noncompliance with
the requirements referred to above occurred. An audit includes examining, on a test basis, evidence
about the Association’s compliance with those requirements. We believe that our audit provides a
reasonable basis for our opinion.

The results of our audit procedures disclosed immaterial instances of noncompliance with the
requirements referred to above, which are described in the accompanying letter to management. We
considered these instances of noncompliance in forming our opinion on compliance, which is
expressed in the following paragraph.

In our opinion, Mountainland Association of Governments complied, in all material respects, with the
general compliance requirements identified above and the requirements governing types of services
allowed or unallowed; eligibility; matching, level of effort, or earmarking; reporting; and special tests
and provisions that are applicable to its major state assistance programs for the year ended June 30,
2006.

Dt Cornga e

August 11, 2006
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Letter to Management

August 11, 2006

.Executive Council

Mountainland Association of Governments

In planning and performing our audit of the financial statements of Mountainland Association of
Governments for the year ended June 30, 2006, we noted certain matters for your consideration. This
letter summarizes our comments and suggestions regarding those matters. This letter does not affect
our report dated August 11, 2006 on the financial statements of the Association. Also, reportable
conditions and material internal control weaknesses, if any, are included in our reports dated August
11, 2006, in accordance with Government Auditing Standards and the provisions of Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations.

Prior Year Comments

Comments from audits of prior years have been addressed and resolved.

Current Year Comments

Three-Day Deposit Rule — The State requires that public funds be deposited daily when receipts are
significant and in no case should deposits be made more than three days after funds are received.
Cash and checks are not always deposited within three days of receipt.

We recommend that cash be receipted on the same day received and dep051ted within three days of
receipt.

Views of responsible officials: We appreciate the auditor’s advice. We w111 update procedures
to ensure compliance. :

The status of these comments will be reviewed during the next audit year. We have already discussed
in detail these comments and suggestions with management and we will be pleased to discuss them in
further detail at your convenience, to perform any additional study of these matters, or to assist you in
implementing recommendations. We appreciated being able to work with Association personnel in
our audit. We note the care that the staff takes in accounting for the Association’s financial
information. : '

et Loy e
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